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My name is Kathryn Tholin.  I am the General Manager of the Community Energy Cooperative, an organization with more than 7,000 members that serves northeastern Illinois. Founded by the Center for Neighborhood Technology, our mission is to help our members save money and take control of their energy future, and we develop new programs, approaches, and partnerships to achieve that goal.

Since our founding in 2000, we have offered a range of programs to reduce peak electricity demand including trade-in of inefficient air conditioners, cooperative efforts by commercial and industrial users to curtail load at times of system peak, and providing residential customers with access to market-based electricity prices and pricing incentives to reduce peak demand.  We have worked in partnership with ComEd and have received support from the City of Chicago and the State of Illinois for our programs.

We believe that our approach and our experience contribute to the discussion of how to ensure a robust and reliable electricity transmission and distribution system at an affordable cost.

The aftermath of August 14 provides us with an opportunity to look at a range of ways to strengthen the system.  In a recent opinion column in the Wall Street Journal, Northwestern University professor Lynne Kiesling and Nobel Laureate economist Vernon Smith describe that opportunity: “A systematic rethinking of the power demand and supply system -- not just transmission lines—is required to bring the energy industry into the contemporary age. Eighty-five years of regulatory efforts have focused exclusively on supply—leaving on dusty shelves proposals to empower consumer demand, to help stabilize electric systems while creating a more flexible economic environment.”

These demand-side proposals need to be an integral part of the transmission planning we are now undertaking.  

We already know from building highways—if you just expand the roads without giving more people alternate ways or alternate times to travel, you still have a traffic jam at rush hour.  

In northern Illinois, the summer of 1999 taught us a lot about the power of peak electricity demand.  Peak demand not only puts stress on the existing system, it determines how much new capacity must be created.  

Demand response can take on many shapes and forms, from the simplest actions of a renter adjusting the temperature setting on a window air conditioner, to a sophisticated automatically dispatched computer controlled load management system at an industrial facility. In both cases peak demand can be reduced, and it is peak demand is an underlying cause of both local infrastructure expansion and national transmission needs.

However, one of the critical issues often ignored is that the way we pay for electricity is a major part of our peak demand problem.  Even though the cost of producing and transmitting electricity fluctuates with the seasons and even by the hour, almost all consumers pay the same amount for electricity every day, every hour, year round.  But electricity used on hot summer days costs much more to generate and transmit.  In effect we overpay most of the time when demand is lower and underpay when demand spikes. By ignoring the basic laws of supply and demand we perpetuate the inefficiencies that make our transmission network more susceptible to blackouts. Getting electricity prices right and giving households and businesses appropriate information and incentives to reduce their peak demand would benefit everyone—the system, the environment, and customers’ wallets—all while reducing the price tag to repair and modernize the transmission network. The policies, technologies and infrastructure to do all of this exist right now—but have yet to be widely implemented. 

Residential energy users, businesses, and institutions all need a similar set of tools to be given the opportunity to participate in demand response and to be adequately and fairly compensated for their actions.  These include:

· Correct Energy Pricing  and a Functioning Energy Marketplace

Consumers need to be able to know the real cost of electricity and to be allowed to respond accordingly.  Rather than perpetuate the false impression that energy costs are static, customers need access to fair and variable electricity pricing—both the low cost of off-peak power and the high cost of peak power. 

For residential customers, the Community Energy Cooperative has been operating, since January, 2003, the nation’s first variable market-based pricing program.  Residential consumers willing to take on the responsibility of managing their energy use are saving about 20% on their bills through significantly lower prices on non-peak hours, and appear to be reducing their peak demand on high-priced days and times.   More than 750 households are participating in the first year of the program, including five members of the General Assembly.  A full evaluation of our first summer under this program will be completed in October.

A system that offers customers price options that reflect the real cost of electricity is an essential component of long-term demand reduction.

· Access to Information

Reasonably priced “Smart” metering systems are now available at relatively low cost which transmit energy consumption and pricing information to customers so they can easily and accurately respond to price signals. These and other information systems allow for a situation where if energy is priced realistically and consumers have the correct information, consumers can respond and reduce their peak electricity consumption. 

· Technology and Tools to Change Consumption

Efficient appliances and equipment, ‘green’ building codes, clean small-scale generation, and changes in energy use behavior can make a dramatic difference in peak loads.  On a small scale, the Community Energy Cooperative found that it could reduce electricity demand by 0.7 kilowatts for each inefficient window air conditioner it replaced in a modest income Chicago neighborhood, cutting air conditioning load in half.  Correct pricing and access to information substantially improves the economics of new technologies, as do targeted incentives.  Power produced close to where it’s used by renewable sources or microturbines doesn’t need to move across transmission lines, and power not used because of efficiency measures likewise reduces congestion in the wires. 

If the state does not use this opportunity to explore demand reduction and local generation potentials, then the need for additional transmission infrastructure will increase along with the costs.  While we could try to simply “build our way out of the problem” through increased transmission, that path comes at enormous cost which will be passed on to ratepayers and/or taxpayers while missing the opportunity to benefit consumers through lower costs and environmental improvements.  

Importantly, we can implement all this now, while we develop longer-term transmission solutions. Some new transmission infrastructure is clearly needed, however siting and building power lines and generation facilities take time and money, and regularly face local opposition. Reducing peak demand will make our existing transmission and generation capacity go further, while returning more money to our communities.  

These strategies to enable demand reduction on the transmission system should form one cornerstone of our response to August 14.  We are happy to work with the state legislature, the Governor’s task force, and others, to provide further assistance and information in these areas.  Thank you for the opportunity to speak to you today.
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