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These recommendations from the Energy Conservation Management Board (ECMB) are intended to help the DPUC set ground rules for Energy Efficiency Partners (EEP) proposals.  In its December 14, 2007 report, the ECMB recommended the Department (DPUC) analyze specific EEP project proposals in a review process.  This document supplements and provides additional detailed recommendations regarding issues and factors that should be considered by the DPUC in its review of EEP proposals. 

The ECMB recommendations are designed to assure that Energy Efficiency Partners funding is used for projects that provide real energy and demand savings, and meet the two-to-one (2:1) payback requirement for ratepayer investments, within the time frame for program review.  They are based on typical program planning and evaluation procedures, which have evolved over decades of use and critiques.  

Experience with evaluation shows actual savings are much more reliably achieved when an evaluation protocol is followed to verify results.  This is because savings from many projects do not match first-round engineering projections, and because measuring savings provides the feedback to help assure quality marketing, implementation and operation.  Evaluation experience shows many of the errors in savings projections were due to imperfect understanding of customer, home and facility characteristics (which vary significantly from place to place) and pre-installation equipment, schedules and energy use.  These variables are as important to verifying savings as is measurement of post-installation energy use and demand.

The underlying foundation behind these recommendations, per the requirements in the EEP legislation, is that the Energy Efficiency Partners program is to pay for reliable, documented savings as they are delivered and verified.  “Assumed” savings should be funded by EEP only when there is a reliable basis for the assumptions.  Other funding channels may be more appropriate for projects that are likely to do good things but cannot be measured adequately.  

The legislation requires a review of the success and cost-effectiveness of the program by April 1, 2011, and annual reports beginning in 2009 that account for all benefits and costs to ratepayers.  Presumably, projects would need to meet the cost-effectiveness and the 2:1 payback requirements no later than the April 2011 report, and projects should be demonstrating adequate progress towards achieving the 2:1 payback requirement in annual reports prior to that date.  For this reason, projects that require extensive field demonstration prior to broader marketing or require years to build a delivery infrastructure may have a difficult time meeting the requirements for Energy Efficiency Partners.

Nevertheless, these recommendations include provisions for demonstration projects, to be used in the event the DPUC elects to contract for them.   For demonstrations, it is recommended the DPUC manage risk by requiring a modest first stage of a project, to be verified before EEP funding is provided for large volume installations.

Standards of evidence should be employed most rigorously where proposed estimates of savings, measure life, persistence, or other key variables vary from those employed by the CEEF programs. CEEF standards are based on years of evaluation, verification and review, and are included in the CEEF savings reports to the DPUC.

Any study to verify savings should be conducted - or at least overseen to the DPUC’s satisfaction - by an independent third party.  The key questions for reviewers to consider are:

· Will the proposed verification study design produce the needed evidence at a reasonable level of certainty?

· In conducting the verification, did the field work follow the study design?  If not, how did the changes affect the reliability of savings estimates?

· Were the analytical methods employed designed to produce unambiguous or reproducible results?  

· Were all significant impacts considered?  For example:

· Interactive effects between lighting efficiency and space heating and cooling can be a significant fraction of the total savings.

· For measures with impact on multiple fuels,  all should be considered.

· For measures to reduce peak load, significant impacts on total energy use and on demand in other time periods are sometimes important.

· For methods that may require significant elements of judgment, are all assumptions clearly outlined?  Was the study performed or reviewed indepth by an unbiased third party?

The DPUC should consider hiring independent contractors on task order to either review and oversee or perform project savings verification.

Below are additional ECMB recommendations on issues and factors that should be considered in the DPUC’s review of EEP proposals:

1. Evidence of Market Feasibility.  Proposers should provide evidence that key parties needed to implement the measures (e.g., customers, tenants, trade allies) are at least actively open to implementation, and ideally, supportive of the project.  This is most important if there are payments prior to verification of savings.  Even where the proposer accepts all financial risk, the DPUC may want to avoid locking funds into projects without a credible marketing plan.  

2. Evidence of Functional Business Plan.  Based on the legislative language, the DPUC may require evidence that the proposer “possesses and demonstrates adequate financial resources, managerial ability, and technical competency” to do the proposed work.  Where the proposer does not ask for DPUC payments in advance of verification, or provides financial security in other ways, the details of the business plan may be less important.

3. Relation to Other Program Activities and Providing Added Value.  Proposers should explain, and the DPUC should consider, the overlap between proposed Energy Efficiency Partners activities and other programs from the CEEF, CCEF, EIA, other Energy Efficiency Partners, the ISO, etc.  Experience tells us that marketing of multiple overlapping products can confuse consumers and inhibits action.  This is especially true with unfamiliar technologies.  If there is potential for confusion, but the proposed project fills a useful niche, the marketing plan should include provisions for coordination with other efforts (though not co-funding by CEEF, which is prohibited by the legislation).

The EEP projects should provide added value to Connecticut, above and beyond the value currently being provided by existing programs and initiatives (including but not limited to CEEF, CCEF, and DPUC programs) available to electric customers.  The ECMB believes it is essential to provide such added value, as well as to reduce any undue conflicts or undermining of the CEEF/CCEF programs and other state or DPUC programs.  For example, the EEP program should not allow or encourage “forum shopping” in which proposers first review the incentives and opportunities in the CEEF programs, and then propose a slightly higher incentive for the same technologies in the EEP program.  This practice would result in higher costs for ratepayers, even if the EEP project met EEP criteria such as the 2:1 payback requirement.  Offering a higher incentive in EEP than CEEF or CCEF programs for the same measure should not be allowed.  The ECMB provided additional recommendations on eligible technologies in its December 14, 2007 report (page 3).
4. Cost.  Proposers should offer firm estimates of cost to the utility system ($/kW and $/kWh) provided in the form of their asking price.   Proposers should also estimate total project cost, and propose the portion of total project cost to be paid by customers participating in the project and the portion to be paid by ratepayers.

5. Evidence of Savings, Load Shape, and Persistence.  
· Where available, the proposer should cite and attach prior studies or documentation supporting its estimates of the level of savings, load shape (where important to value), and persistence of savings.  In situations where savings are proven and fairly consistent AND field verification is impossible or too costly to be cost-effective to the DPUC, the DPUC may consider use of “deemed” savings estimates.

· Where the evidence is weak or anecdotal, but the project appears likely to deliver significant savings, the DPUC might consider staged implementation, with the proposer offering a plan to evaluate the first field demonstration, or pilot stage.  In these cases, the first stage should be sized to provide sufficient evidence to proceed with more confidence on a larger scale.  Plans for demonstration will need to involve very rapid implementation and verification of the demonstration stage if ultimate cost-effectiveness is dependent on broader implementation through stage 2.  This is important so feedback on the overall program can be provided to the legislature by no later than the April 1, 2011 date as required by the legislation.

· Where reliable in-field measurement of measures installed under EEP is proposed as the basis for payment, the requirements for prior evidence need only be rigorous enough to show a reasonable likelihood of achieving the proposed or estimated savings.  

· Should the DPUC choose to consider proposals where the proposer wants financing, payment, rate structure changes, or other significant action by the DPUC or utilities in advance of firm in-field evidence of delivered savings, the requirements for prior evidence should be rigorously employed.  Some flexibility could be provided if proposers offer bonding or other financial surety adequate to cover DPUC payments as a way to minimize DPUC and ratepayer risks.

A.
Acceptable Evidence for Demand and Energy Savings. 

Either through citation and attachment of prior studies, or through a measurement plan to serve as the basis for payment, the proposer should include one or more of the following.  The measurement plan should be designed around the unique circumstances of each program.  Samples should be designed to reflect the diversity of participants and their facilities.  Rigor of supporting evidence regarding savings should be commensurate with the magnitude of investment and savings.

1. Analysis of billing information based on a statistical design.  This design could include pre/post monthly energy use or demand (as appropriate) and/or comparison to a group of similar sites without the measure.  The billing information should be augmented with information about variables (such as weather) that may contribute to variation across populations or between time periods.  These methods are best for technologies where savings are large enough to be apparent on bills and other causes of variation do not confound the results.

2. Analysis of hourly metering of a representative sample of sites pre- and post- installation, for an adequate period to estimate savings.  Post-only data may be used when reliable logs or other data are available to extrapolate credibly to pre-installation circumstances.  The metering design should measure indices that reliably and economically verify savings.  This will vary from measure to measure, and should, in particular, be subject to independent expert review.  Statistical analysis will be required to convert information on the sample into reliable information on the population of participant sites.

3. Alternative systems to measure savings that are empirically valid.

4. Engineering estimates are acceptable for measures where:

a.  key inputs, structure and applicability of models, and modeling assumptions are well-supported by prior data; and

b. The measure is not sensitive to concerns such as the quality of installation or how users operate the measure; or 

c. There is a reliable plan to track these issues.

Any engineering savings estimates used as a basis for payment should be accompanied by evidence that both the estimates of pre-installation and post installation energy and demand are supportable.

B.  Acceptable Evidence for Other Variables.  Additionally, there should be information to support estimates of persistence of savings and other behavior-dependent variables that influence savings.  Depending on the project, its sensitivity, scale and the design of the savings measurements, important variables often include installation quality, failure rates, energy use prior to installation, characteristics of participating facilities, households, and firms (including industry characteristics), installation rates for equipment, and savings trends over time.  For some of these variables, (e.g., measure life) the standards of evidence may, of necessity, be less rigorous than for savings.  Evidence may include appropriate information used by the CEEF or CCEF, and published industry performance reports.  Estimates should be particularly well-supported when they differ from these values.

C.  Use of Data from Places Outside Connecticut.   Where relevant, baseline and savings data from other places used as the basis to project savings and load shape for Connecticut projects should be adjusted for differences in climate, lighting, local facility and household characteristics, etc.

6. Cost Effectiveness Test for 2:1 Payback Requirement.  The proposers should provide a cost-effectiveness analysis based on the cost-effectiveness and avoided cost criteria selected by the DPUC to be used for EEP proposal review.  The ECMB understands the DPUC will make the final determination of the appropriate ratepayer payback or cost-effectiveness tests.  Given the 2:1 payback requirements for ratepayer investments set forth in the legislation, the ECMB recommends the utility system test be used for EEP proposal review.  Based on the dual fuel nature of the program, we also suggest that:

a. The test could be the electric system test for measures with only electric savings that have no impact on gas loads.

b. The test could be the gas system test for gas measures with only gas savings and no impact on electric loads.

c. For measures involving fuel switching or impacts on both gas and electric energy or demand, a utility system test that considers ratepayer benefits and costs for both fuels will be needed.  

We believe the EEP requirement for a 2:1 payback for all ratepayer investments refers to benefits and costs to all ratepayers as a group, and therefore requires analysis using the same utility system tests as referenced above.  

The ECMB recommends the DPUC use the avoided costs used for review of CEEF and CCEF programs in its analysis and review of EEP proposals. 

7. Requirement to Enroll in ISO-NE Programs, to Reduce Costs to Connecticut Ratepayers.  EEP projects that provide kW peak demand reductions should be required to enroll or bid into the ISO-NE Forward Capacity Market (FCM), and enroll in other applicable ISO programs, to offset and reduce total costs to Connecticut ratepayers.

8. Measurement and Verification Requirements.  EEP projects should meet performance and M&V requirements equivalent to those used and required for CEEF and CCEF programs.  In addition, the EEP projects should meet the ISO-NE M&V standards for participation in the FCM.
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