SCE Informal Comments: Existing Conditions Baseline Workshop
Introduction
On November 6, 2015, Commission Staff held its Existing Conditions Baselines Savings Potential Technical Analysis workshop in San Francisco. The purpose of this workshop was to introduce Commission Staff’s and their consultant’s approach to analyzing the existing conditions baseline and associated savings, along with technical challenges in performing the analysis. Commission Staff also provided context for how the baseline analysis would inform an overall policy process in 2016 to support the implementation of legislative direction provided in AB 802 and SB 350. 
Below, SCE provides requested informal workshop comments along with additional input for review. SCE appreciates the challenge faced by Commission Staff, which entails navigating statewide stakeholders through what Staff has characterized as a paradigm shift in energy efficiency (EE) policy and program requirements to meet the direction and objectives of AB 802 and SB 350. SCE recognizes the need to move forward with modeling the below code opportunities, without additional market data or better defined policies around how savings will be counted or incentives will be set. SCE cautions that the applicability of the model results will be limited in the near term, but looks forward to continued collaboration as all parties look to incorporate new objectives with existing statute to pursue “cost-effective, reliable, and feasible” [footnoteRef:1] resources.  [1: California Public Utilities Code, (Section 454.5(b)(9)(C))] 


SCE Comments on Workshop Questions
General Data Sources
· Are there data sources the Navigant team is not currently leveraging that can provide information on existing conditions baselines?
SCE is not aware of additional data sources for Navigant to leverage.
Measure Classifications
· Please provide detailed comments on whether the measure classifications are accurate or need revision. 
SCE questions the appropriateness of only specifying “repair eligible” measure as the measures for which existing baselines can be counted. SCE recommends instead of creating a “repair eligible” category to including existing baselines for a wider set of measures across the existing categories for the following reasons:  
1) There is a lack of clarity about what types of equipment should be considered “repair eligible” or when it is appropriate to measure from the existing baseline. For instance, if customers choose not to replace burned out equipment with code or better equipment, those savings may still be considered stranded. An example of this is if a school cannot retrofit its T12 ballast so it continues to buy T12 bulbs. These types of stranded savings cannot be counted in the current measure classification framework. 
2) Repair Eligible measures are defined as measures that can be repaired at the end of their useful life. End uses in this proposed category may be continuously repaired well beyond the useful life of the measure; however on slide 45, savings for repair eligible measures are measured “above code” at some point after the RUL of the measure. Savings from existing baselines should persist through the useful life of the replacement equipment. 
3) Reliable data does not exist to support determining which measures are “repair eligible.” It would be better to cast a wider net to include a variety of measure types for which stranded savings may be applied

An additional complication in need of coordination is that statewide IOUs are currently in discussion with ex ante Commission Staff on classification of activities that could are potentially REA, RCx, and MCBx in nature. These discussions and classifications started before AB 802’s passing. SCE is not aware if one work stream takes precedence over the other, but believes a consistent application of measure classification across all ex ante work streams and the existing conditions baseline study is needed to ensure the study accurately reflects available stranded potential (and vice versa).


For each measure classified as “Equipment -Repair Eligible”
· What fraction (percentage) of the population tends to repair equipment upon failure at the end of its useful life? 
· What is the average cost of repairing equipment to extend life vs. purchasing new code compliant equipment (i.e. repair costs X% of replacing)? 
· What is the added lifetime that repairing equipment provides relative to the baseline (i.e. repairing adds y% to the equipment lifetime)? 
SCE does not have information available at this time to provide in response to these questions.
Alternative Data Sources
Can trade associations or equipment manufacturer associations provide data for annual new sales and estimates of secondary market sales for appliances and equipment sold in California? Example:
· X new residential refrigerators sold in California on an annual basis
· Y used residential refrigerators sold on the secondary market in California on an annual basis
SCE supports using alternative data sources that are both credible and reasonably accurate, but has none to offer at this time in response to these questions. 
Will PAs increase/decrease/maintain current incentive levels for measures historically offered through rebate programs? 
At this time, SCE does not foresee future changes to incentive levels until program savings and design changes are better understood. Maximizing cost-effective savings based on current parameters continues to drive SCE’s approach.

Will below code savings be valued the same as above code savings when offering rebates?
SCE would expect to pay less as a % of kWh saved to get customers to code than to push customers above code. However, since incentives are typically benchmarked to % of project costs, SCE envisions paying less as a % of equipment costs to get customers to code compared to the % of IMC that is rebated to customers to get them above code.  For example if we model rebates of 50% of IMC to move customers above code, we can then model rebates of 20% - 40% of the cost to get customer to code as part of a below-code incentive. 

Do PAs foresee significant changes to total program budgets? If so, in what direction?
SCE does not foresee at this time a request to increase its total portfolio budget. Instead, in order to accommodate any new program activity, SCE recommends offering PAs sufficient flexibility to re-optimize its portfolio in order to take advantage of below-code opportunities in the market. SCE envisions this flexibility extending beyond recently revised fund-shifting requirements into a deeper examination of budget allocations and requirements across all areas of the portfolio.

What rebate framework will be considered to incent below code savings?
SCE is determining how best to design incentives to capture below code savings. We are still early in this process, but ultimately we will use the following guiding principles in helping to in establish rebate framework:
· Consideration of the existing financial and other barriers that prevent customers from installing code-based equipment to design incentives that help customer overcome those barriers.  
· Optimization of the level of below-code incentives by assessing the cost-effectiveness of the lifecycle incentive costs and other program admin costs against the lifecycle benefits that SCE customers receive utilizing the PAC test framework. 

Utilizing both guidelines will help determine incentive levels that sufficiently encourage customers while ensuring that incentive costs to non-participating customers are not outweighed by the benefits they receive.

What limitations/caps do PAs expect to use when offering rebates under the existing baseline paradigm (i.e. no more than x% of equipment cost)?
SCE believes rebates offered under the baseline paradigm could be variable, but is not yet certain of what kind of cap levels would be ideal to implement. Until future study results on identifying cap levels might be available, SCE recommends extending a 50% of incremental measure cost cap for existing baseline activity in order to match current program activity requirements. 

Additional SCE Comments
Study Purposes
SCE understands the objective that of having an existing conditions baseline study inform EE goals along with the  California Energy Commission (CEC) Statewide Demand Forecast. However, SCE suggests separating early iterations of identifying existing baseline potential from informing the CEC demand forecast. The CPUC is still working with stakeholders to identify, design, and measure savings to operationalize the existing baseline concept. Modeling methodology may not align with current existing baseline program design, and initial results may not provide a reliable base on which to inform load forecasting efforts. SCE believes it would be inappropriate to introduce existing baseline savings until program designs and program savings are better understood. Conditions are not yet optimal to attempt to attribute existing baseline EE savings in the CEC codes and standards forecast.

Guiding CPUC EE Policy
SCE believes that model outputs for the existing conditions baseline study have a key role to play in supporting results on which to base future policy choices. Given the current level of knowledge on existing conditions savings, SCE recommends the following framework is utilized for modeling exercises:    
1) Above Code 
· Current Above Code EE Program Potential
2) Existing Conditions Baseline to Code 
· Estimated savings for to code EE installations in existing dwellings/facilities
3) Existing Conditions Baseline to Above Code
· Estimated savings for customers willing to bring their existing dwelling/facility to above-code efficiency
4) New Measures 
· Estimated savings from new measures (operational, behavioral, etc.) to aid in developing policy and program design.  

Custom Projects
The Commission Staff White Paper titled “Proposed Framework for AB802 High Opportunities Projects and Programs” program methodology limits existing baseline program to custom projects. Custom projects are typically utilized by larger customers that have different measure adoption rates and EE savings than customers who use deemed EE programs.  Navigant’s model uses deemed measures to estimate EE measure adoptions, and custom measure savings are implicitly introduced when the model is calibrated to past program accomplishments. SCE is concerned that there may be a wide disconnect between how below code savings are calculated and estimated in modeling versus in practice, especially if the projects that capture below-code stranded savings are considered custom projects.   

Use of Estimated Useful Life (EUL) 
Navigant’s EE Potential and Goals model does not address EE program estimated useful life (EUL) measure limitations. Currently, PAs must incentivize the replacement of existing equipment with EE funds by using existing industry standard practice (ISP) or code requirements to determine a baseline instead of referencing equipment useful life[footnoteRef:2]. SCE recommends that the existing conditions baseline study leverage existing models available to Navigant for measures beyond their EUL as a starting point for modeling existing baseline savings. Future exercises that leverage currently uncollected data could then help model other types of existing baseline savings. SCE recommends aligning any final approach taken with future Potential and Goals studies. [2:   “Early Retirement Using Preponderance of Evidence” guidance document, http://www.cpuc.ca.gov/NR/rdonlyres/8AB0DEB5-41B0-4881-BC63-F7EBBEC81318/0/ProjectBasis_EULRUL_Evidencev1July172014.pdf] 
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