	Summary of Comment
	Organization providing Comment
	IOU/Contractor Response

	Calculator needs to be revised to properly report direct install costs as Program Administrator Cost in TRC calculation
	DRA
	IOUs held conference call with Christine Tam (DRA) Jeff Hirsch, Tim Drew (ED), and Brian Horii (E3) on 8/28/06.  Parties agreed that while the current calculator labels for direct install and gross incremental measure costs could be misinterpreted, the calculator will correctly calculate the TRC for direct install programs, provided that users apply the incremental measure cost properly.  For direct install projects, the incremental measure cost should equal the sum of direct install labor plus direct install materials.  DRA and Jeff Hirsch expressed concern that some measure costs have not been entered according to this definition.

Parties agreed, however, that introducing a methodology change at this point would introduce errors for those measures that have been entered correctly. Accordingly, parties agreed that the problem is a quality control issue at this point and no changes should be made to the calculator formulas.

Action items:

· E3 agreed to update the technical memo for the calculator to call out this issue.

· The calculator has been enhanced to flag measures where the total incentives are greater than the incremental measure cost.  
· IOUS agreed to review the inputs for direct install programs and correct any errors.  

	Calculator tech memo should be updated to reflect issue regarding how direct install cost should be inputted.  The definition of what goes into each column should be clarified.
	Not recorded
	Done

	There are errors in the E3 calculator inputs that need to be addressed (e.g. inputs for direct install TRC calculation)
	DRA, Jeff Hirsch
	This is a user data entry issue.  IOUs will develop a process for calculator input QA/QC per OP 18.  The  IOUs plan to hold a workshop on the QA/QC process in October.  In the mean time, per 8/28/06 conference call, IOUs agreed to review the calculator inputs to see if there are obvious errors such as direct install costs as rebates, negative incremental measure costs, and possible errors in data entry for DEER measures (e.g. measure listed as DEER but have incorrect savings values).

	PG&E should post all  workpapers on its website 
	TURN
	PG&E has posted all workpapers at:
http://www.pge.com/rebates/program_evaluation/supplemental_information/


	Consider other tools that can handle participant benefits and costs differently, e.g. water benefits
	Cal Ucons
	Not in scope of this update


Notes from the workshop and PAG meeting can be found at SDG&E’s website:

http://www.sdge.com/regulatory/
Summary of Utility Input Review Findings

SDG&E (also posted at http://www.sdge.com/regulatory/)
SDGE3025_StandardPerformanceProgram.xls

Incentives:  Gas end-use incentives were changed from $1.00/Therm to $0.80/Therm to be statewide consistent.  Results in SPC program being under budget by$143,000 until funds are reallocated.

PG&E

PG&E reviewed the E3 calculator input files for third parties, partnerships and PG&E core programs for potential errors relating to incremental measure costs (IMC) for direct install programs and rebates being greater than incremental measure costs.  All costs for direct install programs are correctly captured in the incremental measure cost, i.e. IMC equals the sum of direct install labor plus material costs. There are a few cases where the program rebates are greater than the IMC, such as third party program HMG's multifamily new construction program which required higher incentives due to the hard-to-reach customer segment. 

PG&E has not identified cases where the higher rebates are incorrect; however, PG&E has requested further clarification and justification from implementers, and will make adjustments to the calculator inputs if PG&E discovers any errors. 

PG&E is conducting on-going QA/QC of calculator input data and have adjusted the savings assumptions as errors are identified.  For example in third party program, PG&E has identified and corrected DEER data entry for the Quest HEEP program and PECI grocery program for a few measure.
PG&E has identified in some measures result in a negative incremental measure cost and it is because the base equipment cost is actually more than the energy efficient equipment cost.  Some technologies provide a cheaper energy efficient measure but the general public may not know about the energy efficient equipment so they remain to purchase not only the non-energy efficient equipment but also the more expensive equipment.  Also, behavioral changes take time and marketing, promoting and teaching customers that there are alternative energy efficient equipment available and in some cases are cheaper to install.

Samples below are some of the measures that may have a negative incremental measure cost.

Motors
For motors 1-15 HP, the NEMA Premium motor cost (e.g. $206 for 1 HP-column S in Motor Savings Weighted ODP & TEFC worksheet) is much less than the rewind cost (e.g. $452-column T). This means that it is much cheaper (i.e. negative IMC) to purchase a new motor rather than rewinding the motor.

For motors over 20 HP, the NEMA Premium motor cost (e.g. $820-column S) is actually higher than the rewind cost ($786-column T). This means that it costs more to purchase a new NEMA Premium motor than rewinding the motor.

Higher volume sales of NEMA Premium motors are actually driving down the cost of these motors.

Tankless Water Heater
Tankless water heater units have become available in recent years for a variety of commercial sector domestic hot water applications. Such units feature sufficiently large efficient burners to heat water immediately to commercial temperature requirements. Instantaneous water heaters thereby provide users with “endless” supplies of heated water. Such units are highly energy efficient, as standby losses are effectively eliminated.  Cost effectiveness calculations applicable to the tankless water heater equipment measures have been developed based on the 2001 DEER study, comparable cost manuals (e.g., R.S. Means), and the CEC instant water heater equipment database. Unitized cost effectiveness determinants are summarized in the table below. The assumed measure lifetime is based on the CPUC’s Energy Efficiency Policy Manual for water heater measures.

	
	Large
Units 
(> 200 MBTUH)
	Medium
Units
(75.1-200 MBTUH)
	Small
Units
(<= 75 MBTUH)

	Rated Input (MBTUH per avg. unit)
	1229
	139
	42

	Incremental Measure Cost per avg. unit
	-$1,627
	-$1,080
	-$326

	Annual Energy Savings per avg. unit 
	1,733 therms
	196 therms
	222 therms

	Measure Lifetime 
	15 years
	15 years
	15 years

	
	
	
	


Lighting 

Compact and Linear Fluorescent Fixtures: 27 – 65 Lamp Watts, conversion from incandescent to fluorescent fixture with electronic ballast.  The calculations assume replacement of an incandescent fixture that contains a 200 watt incandescent lamp with a surface-mounted or recessed fluorescent fixture that contains two 4-foot 32 watt T-8 fluorescent lamps driven by an electronic ballast.  The combined wattage for the ballast and lamp is 58 watts.  Total installed wattage drops from 0.200 kW to 0.058 kW.

Product life

11 years is the assumed fixture life, and equal to the ballast life.  Assuming 4,000 hours of operation per year, implies a ballast life of 44,000 hours.  Assumed lamps persist for 16,000 hours, which results in the use of one and three-quarter additional lamp replacements before replacing the fixture.

Cost

2-lamp 4-foot T-8 fluorescent fixture: $91/fixture ($75 for the original equipment and $16 in labor to complete each installation)

T-8 fluorescent replacement lamp costs: $2.1 per replacement lamp.

Incandescent equipment baseline replacement cost: $2.5.

Cost data are from 2001 DEER study and catalogs of lighting equipment manufacturers such as Grainger’s General Catalog.

Incremental Measure Cost

A negative incremental measure cost of -$3.55 life-cycle cost based on a 7.49% annual discount rate is calculated.  A life-cycle cost analysis is used in place of a first cost analysis in determining the incremental measure cost for this incandescent to fluorescent fixture conversion.

SCE

The E3 calculator revisions reflect updates to the inputs required in the Decision, including updates to the:
· treatment of incentive costs in programs such as those in a “direct install” program design where all direct installation costs were re-categorized as administrative costs with the exception of any customer cash rebates; and 
· kW impacts for measures which were identified to have distinct impact by the new definition of kW, namely the kW impacts for Residential CFLs.  Other measure kW impacts were not updated to reflect new definition of kW, as adopted by the Decision, because there is not sufficient data to identify new kW figures.
In October 2006, SCE will begin a process, in conjunction with its program advisory group and other utilities, to provide for a standardized quality control overview of the E3 calculator inputs.  From this quality control process, SCE will conduct a full re-review of all program inputs and provide any further updates, as necessary, to these Calculator data input tables.  SCE is aware there are quality control errors in one program, Express Efficiency, but want to implement this full re-review of all program load impact assumptions to ensure the accuracy of program data in the portfolio.  We expect to complete this review by November 2006.
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