Grabbing the Low-Hanging Energy Conservation Fruit
Colorado’s “New Energy Economy” is all the rage as ever more companies see us as an industry hub for alternative (and traditional) energy technologies. Demand for energy which is both clean and helps get the OPEC monkey off our backs is growing by double digits annually. Coupled with the never-ending growth in demand for energy in general, the future looks rosy indeed for clean energy. 

But no matter what one uses to generate energy – oil, natural gas, coal, or some renewable – it comes at a cost. All fossil fuels impose serious external costs (an economic term for problems caused to others by the use of a product, but where the cost of those problems is not included in the product’s pricing). We import some natural gas and most oil at great expense from people who do not like us very much, and who cause us to bear tremendous military burdens.  Coal, while not imported, causes mercury pollution in our oceans and lakes, as well as acidifies the rain (these problems are mitigated, but not eliminated by scrubbing technology).  For their part, wind and solar are perceived as expensive precisely because the externalities of fossil fuels are not accounted for (making the apparent cost of fossil fuels lower than their real cost, thereby making alternative energy seem inordinately expensive). 

While it is all fine and good to invest in these new technologies, especially since there is a burgeoning world market for clean energy, our first priority should be to make sure we in Colorado have taken all the cheap and easy steps towards meeting our energy needs. Did I say “cheap?” Well, how does “free” sound? Is that cheap enough?
The least expensive, least encumbering and cleanest form of energy is what Amory Lovins of the Rocky Mountain Institute dubbed the “negawatt” – energy not used at all. That’s right; energy conservation is the foremost means of economizing and greening all at once. In fact, the gold standard of conservation is that which reduces the “peak” demand, for it is that peak which drives sizing of power plants and the exceeding of which can lead to rolling blackouts or brownouts – and by definition right when demand is highest. 
But conservation can also cost – Xcel Energy spends big bucks on programs of rebates for energy-saving equipment and tactics. Then the consumer has to shell out for windows, insulation, etc. So what’s with this talk of “free?” 
There is an as yet untapped opportunity for us to reap a market-driven benefit while hammering away at the peak of all peaks – the mid-summer afternoon maximum power demand that drives the sizing of the grid. And unlike time-of-day pricing, which exists precisely to address this issue, the proposed method requires no expensive re-metering of every house and business. Call it “time-of-year” (TOY) metering.
It would be simplicity itself: adjust rates down say from March through May, then hike them from June through August, and bring them back down in September, and do this all in a way that the overall effect is revenue neutral. For example, suppose the year-round base rate is 10 cents/kWh. In March this could be reduced to 7 cents (giving the consumer a running start on savings), then in June bumped to 16 cents, then brought down to 7 cents again in September, and returned to the 10 cents on a floating date as soon as overall system revenue neutrality is achieved (only usage fees would be affected – fixed fees would remain unchanged). Then the cycle would repeat.
If market mechanisms work, this should create strong incentives for customers to curtail energy use in the peak summer period. Just how they would do it would be up to them, and a thousand energy conservation flowers would bloom. No (or fewer) expensive rebate programs would be needed. And any conservation steps put in place would likely stay in place even after the rates ticked back down. For those not so inclined, revenue neutrality would let them simply do nothing and just let their bills rise and fall with the seasons. Starting the cycle on a down-beat should take away some of the summer rate shock in any case.
A market-driven program like this would cost virtually nothing. Xcel would be allowed to recoup any costs it would incur (including the time value of the money fronted during the initial down tick) but these should be trivial compared to the current rebates. TOY metering is a rare chance to have an almost free lunch. Let’s not leave it on the table. 
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