From: Bell, Shelly [ABell@semprautilities.com]
Sent: Friday, December 17, 2004 3:35 PM
To: R. 04-01-006
Subject:: Program Year 2006 LIEE Program Measure Solicitation 

Attachments: LIEE 2006 Measure Solicitation_ 121704.doc


The Low Income Energy Efficiency (LIEE) Program Standardization Team (Team) on December 7, 2004, announced its intent to initiate a process to consider new measures for inclusion in utility LIEE programs beginning program year 2006.  The announcement indicated that on December 17, 2004, the Team would release a solicitation for recommended new LIEE program measures.  Attached please find the Solicitation of Proposals for New Measures for the 2006 Low Income Energy Efficiency Program.  The solicitation is being sent to all interested parties in Rulemaking 04-01-006 and posted on the Low Income Oversight Board.  The Team will also be providing the solicitation to other parties that may be interested in submitting recommendations on measures for consideration.  
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SOLICITATION OF PROPOSALS FOR NEW MEASURES


FOR THE 2006 LOW INCOME ENERGY EFFICIENCY PROGRAM



SOLICITATION OF PROPOSALS FOR NEW MEASURES


FOR THE 2006 LOW INCOME ENERGY EFFICIENCY PROGRAM


1.   Introduction


1.1.   Background


The purpose of this solicitation is to obtain recommendations for new measures for the Low Income Energy Efficiency (LIEE) Program.  The LIEE Program now offers a variety of energy efficiency measures and minor home repairs to income-eligible households in the service areas of Pacific Gas & Electric Company (PG&E), Southern California Edison Company (SCE), Southern California Gas Company (SoCalGas), and San Diego Gas & Electric Company (SDG&E).  Assigned Commissioner Wood’s Ruling (ACR) Approving a Work Plan, Budget and Schedule for Phase 5 of the Low Income Energy Efficiency Standardization Project, dated October 22, 2004, instructed the LIEE Standardization Team (Team) to institute a process for considering new energy efficiency measures for inclusion in the 2006 LIEE Program.  


On December 7, 2004, an announcement was circulated to interested parties to inform them of the process that would be followed to solicit and assess proposals for new measures.  As noted in that announcement, this solicitation is being mailed to all parties on the LIEE Programs service list in Rulemaking (R.) 04-01-006, as well as other parties the Team anticipates could be interested in making such recommendations.  It is also being posted to the Low Income Oversight Board (LIOB) website.


1.2.   Current LIEE Program Energy Efficiency Measures


The LIEE Program currently offers the following energy efficiency measures to eligible households:


· Ceiling insulation


· Energy saver showerheads


· Water heater insulation


· Door weather-stripping


· Caulking


· Outlet cover plate gaskets


· Faucet aerators 


· Water heater pipe insulation


· Evaporative coolers (some climate zones)


· Refrigerator replacements


· Evaporative cooler and air conditioner covers


· Hard-wired compact fluorescent porch light fixtures


· Thread-based compact fluorescent lamps


· Furnace repairs and replacements


· High efficiency window/wall air conditioners (some climate zones)


Several other measures were previously offered, but were dropped from the 2004 Program with Commission approval:


· High efficiency central air conditioners,


· Furnace filters (except as part of furnace repairs and replacements),


· High efficiency water heaters,


· Evaporative cooler maintenance,


· Duct testing and sealing,


· Setback thermostats (except where required by code in conjunction with furnace repair or replacement,  


· Whole house fans,


· Hard-wired CFL porch lights for multi-family homes and mobile homes only,


· Room air conditioners for climate zones 1 through 10 and 16 only, and


· Evaporative coolers for climate zones 1 through 10 for single family homes and mobile homes, and in all climate zones for multi-family homes.


Respondents to this solicitation may propose new measures or the reinstatement of measures recently dropped from the Program.  However, prior to proposing to reinstate dropped measures, respondents should review the cost-effectiveness analysis underlying the Team’s recommendations for removing these measures.
  Reviewing this report will provide the respondent with a summary of the reasons why these measures were dropped along with the cost benefit ratios for various housing types and climate zones.    


2.   Overview of Solicitation Procedures


2.1.   Questions


Recipients of this solicitation may submit questions to the Team on or before January 17, 2005 by 4:00 p.m. Pacific Standard Time (PST), at the following address:


Fred Sebold


Itron, Inc.


11236 El Camino Real


San Diego, CA 92130


fred.sebold@itron.com


Questions may be sent by e-mail, regular mail or overnight delivery.  It is the responsibility of the proposer to make sure that questions are received prior to the deadline.  The Team will respond to these questions by e-mail by January 21, 2005.  Copies of responses will be sent to all persons submitting questions.  


2.2.   Proposals


Recommendations for new measures are due no later than 4:00 p.m. PST on January 31, 2005.  Parties submitting recommendations may (and in some cases must) submit supporting documentation, including measure cost estimates and estimates of measure energy savings, installation feasibility, and other impacts the measures may have on low-income households.  Proposal requirements are described in Section 4.


2.3.   Notification of Proposed Measures


Once proposals are received and reviewed by the Team, a list of proposed measures will be sent to the service list in R.04-01-006 and posted to the LIOB website.


2.4.   Procedure for the Evaluation of Proposals


Once recommendations for new measures have been received from interested parties, the Team will evaluate the recommended measures using the evaluation criteria approved by the California Public Utilities Commission (Commission) in Decision (D.) 02-08-034.  Proposers should familiarize themselves with the specific assumptions used to evaluate the cost-effectiveness of existing Program measures, as described in the Team’s June 2, 2003 filing.
   Proposers should also see the Team’s criteria for deeming new measures cost effective, as outlined in D.02-08-034.
  This framework is summarized below in Section 3.


2.5.   Workshops


The Team plans to host two public workshops during April of 2005 to present the results of its analysis of the recommended measures and to present its draft report recommending which new measures should be offered as part of the 2006 LIEE Program.  One workshop will be held in northern California, and the other will be held in southern California.  


2.6.   Filing of Recommendations


The Team will file a report summarizing its analysis and 2006 Program measure mix recommendations on or before April 30, 2005.  It is anticipated that these recommendations will be incorporated in the Team members’ 2006 LIEE Program plans.


3.   LIEE Cost-Effectiveness Assessment


The Standardization Team will assess the measures proposed for addition to the LIEE Program using a two-step procedure.  The first step entails pre-screening, while the second entails formal cost-effectiveness analysis.  


Prescreening.  Prescreening may be necessary for budgetary reasons.  As provided in the October 22, 2004 ACR, the Standardization Team has a limited budget for the evaluation of proposed measures.  In the event that a large number of measures are proposed, the Team reserves the right to limit the number of measures considered for the Program.  This may involve a preliminary screen that takes into account a variety of factors, including the ease of installation of the measure, the adequacy of evidence with respect to the impacts and costs of the measure, and the use of the measure in other programs.  In order to meet budget constraints imposed on this process, other criteria may need to be developed for the prescreening process if an unexpected large number and variety of proposals is submitted.    

Formal Cost-Effectiveness Analysis.  As noted above, the Standardization Team will evaluate proposed measures passing the initial screening process using a framework developed jointly by the Team and the Reporting Requirements Manual (RRM) Working Group.
  The framework was filed with the Commission on March 28, 2002 and approved by the Commission in D.02-08-034.


The cost-effectiveness framework uses two benefit-cost tests: a Utility Cost Test and a Modified Participant Cost Test.  Both tests compare benefits and costs (for the utility and the participant respectively).  Costs include the purchase cost of the measure plus the labor cost to install it.  Benefits include energy saved plus a variety of non-energy benefits (NEBs), including comfort, water savings, health benefits, and others.  These NEBs were assigned dollar values by a previous study conducted for the RRM Working Group and were incorporated into an Excel workbook for application to the assessment of measures.
  Energy savings are converted to dollar values differently for the two tests.  In the Modified Participant Test, energy savings are converted to bill savings through the use of retail energy prices.  In the case of the Utility Cost Test, energy savings are converted to reductions in the utility’s cost of providing the energy.  This involves using avoided costs to value energy savings.   

The general test recommended by the Cost Effectiveness Subcommittee and adopted by the Commission entails comparing each utility’s measure-specific benefit-cost ratio to that particular utility’s overall program benefit-cost ratio.  Where the measure-specific benefit-cost ratio is at least as high as a particular individual IOU’s overall program ratio (as calculated by either the Utility Cost Test and/or the Modified Participant Test), the measure is included in the Program.
  Measures that are already in the Program must pass one or the other of these tests in order to be retained.  New measures must pass both tests in order to be added.
  


For the purposes of evaluating proposed new measures, the Standardization Team will use the overall Program benefit-cost ratios developed in its June 2, 2003 report.  For convenience, these ratios are reproduced in Table 1.  To illustrate the use of these program ratios, note that a measure would have to have a Modified Participant Ratio of 0.56 or greater to pass that test in the PG&E service area.  The same measure would have to have a Modified Participant Ratio of 1.0 or better to pass this test in the SCE service area.


In order to evaluate proposals in a consistent manner, the Team reserves the right to use estimates of measure costs, energy savings and lifetimes other than those submitted by those proposing new measures.   If this is necessary, the Team will document the sources of such estimates and reasons for using them in its final report.  The Team also reserves the right to apply its judgment with respect to the allocation of NEBs to proposed measures.
   

Table 1.  LIEE Program Benefit-Cost Ratios


		Utility

		Modified Participant Test

		Utility Test



		PG&E

		0.56

		0.32



		SCE

		1.17

		0.78



		SDG&E

		0.71

		0.35



		SoCalGas

		0.61

		0.18





The Commission-approved cost-effectiveness guidelines used in this analysis also allow for the Team to consider NEBs that may not be fully reflected by estimates contained in the NEB workbook.  If proposers feel that a measure has NEBs beyond those considered in the cost-effectiveness framework, the proposer must document this claim clearly.


The Team will conduct the cost-effectiveness analysis at a very disaggregated level.  For all measures, the analysis will be done separately by utility, residence type and, where applicable, by fuel (electricity and natural gas).  For weather sensitive measures (those that affect heating and cooling), the analysis will be conducted separately by climate zone.  In the event that this disaggregated analysis yields cases where measures are cost-effective for some, but not all, categories, the following general rules of thumb will be applied:


1.
When a measure is consistently cost-effective for some, but not all, residence types, the measure may be accepted for the residence type(s) for which it is cost-effective, but not others.  


2.
When a measure is consistently cost-effective for some, but not all, utility service areas, even in the same climate zones and for the same fuels, the measure may be accepted in all service areas if it is cost-effective in at least two, but rejected if it is cost-effective in fewer than two service areas.
  This guideline is necessary, since cost effective administration of the program requires a certain amount of consistency among utility areas.

3.
When a measure is consistently cost-effective for one, but not both, fuels, the measure may be accepted for the fuel for which it is cost-effective, but not the other.


4.
When a measure is consistently cost-effective for some, but not all, climate zones, the measure may be accepted in the climate zones for which it is cost-effective, but not the others.  


5.
When a measure’s cost effectiveness varies asystematically across climate zones, residence types and fuels, the Team will make judgments that come closest to preserving the spirit of the above guidelines. 


4.   
Proposal Requirements


4.1.   Deadline for Submission


Proposals must be delivered by 4:00 p.m. PST on January 31, 2005, to the following address:


Fred Sebold


Itron, Inc.


11236 El Camino Real


San Diego, CA 92130


fred.sebold@itron.com


Proposals must be delivered in hard copy and in electronic form.  Late proposals will not be accepted.


Individual submissions may propose more than one measure.


4.2.   Proposal Format


Proposals should be organized as follows:


1. Overview.  This section should offer a description of the measure(s) being proposed for consideration.  This is necessary for all measures.


2. Measure Energy Savings.  This section should present any evidence the proposer may have with respect to the energy savings that could be expected from the installation of the measure(s) in the LIEE Program.  In the case of measures that have not been offered in the LIEE Program in the past, this information on savings is optional for the proposer.  However, if the proposer is recommending measures that have been dropped from the Program as a result of the Team’s June 2, 2003 recommendations, the proposer must provide estimates of savings and compare these to the savings estimates used by the Team in doing its assessment.  A complete description and listing of the savings estimates used in the assessment are provided in the June 2, 2003 report.
  

3. Measure Costs.  This section should present any information the proposer may have concerning the installed cost of the measure(s).  Again, this information is optional in the case of new measures.  However, parties proposing to reinstitute measures recently dropped from the Program must provide cost estimates and compare these to the costs used by the Team in developing its June 2, 2003 recommendations.  Cost estimates are to include the installed cost of the measure, which includes the purchase cost of the measure plus labor to install it.  In the case where more than one measure may be installed per household, the following information is to be provided:  1) the installed cost for one measure, 2) the average number of measures to be installed per household, and 3) the installed cost per household.     

4. Other Relevant Factors.  This section should describe any other positive or negative effects of the measure(s), including ease of installation and non-energy benefits and costs.


5. Proposer Information.  Proposers must include contact information as well as information on the organization(s) they represent, if any.  Proposers must include an e-mail address where correspondence relating to this solicitation may be sent. 


� 	See LIEE Measure Cost Effectiveness Final Report, June 2, 2003.  The report is downloadable from http://www.ligb.org/DOCS/Low%20Income%20Cost%20Effectiveness%20Final%20Report%20June%202,%202003.doc.



� 	Op cit.  See Section 2 of that report.  The report is downloadable from http://www.ligb.org/DOCS/Low%20Income%20Cost%20Effectiveness%20Final%20Report%20June%202,%202003.doc.



� 	Commission Decision 02-08-034 dated August 8, 2002 is downloadable from http://www.cpuc.ca.gov/static/official+docs/index.htm.



� 	Final Report for LIEE Program and Measure Cost Effectiveness, March 28, 2002.  The report is downloadable from http://www.ligb.org/DOCS/Final%20LIEE%20CE%20Report%20V2.doc,



� 	The study was conducted for the Working Group by TecMarket Works, SERA Inc. and Megdal Associates in 2001.  It was further modified by the Cost Effectiveness Subcommittee of the RRM Working Group and the LIEE Standardization Team in 2002.  The original study and workbook can be downloaded from � HYPERLINK "http://www.calmac" ��http://www.calmac� org.  See TecMarket Works. The Low Income Public Purpose Test (LIPPT).  May 25, 2001.



� 	In the event that an individual utility’s overall program cost-effectiveness ratio is greater than one, a measure is deemed cost effective if it also has a benefit cost ratio greater than one.



� 	Guidelines for deciding on program measures were described in CPUC Decision 02-08-034, Op. Cit.  The document is downloadable from http://www.cpuc.ca.gov/static/official+docs/index.htm.



� 	The reference value is set equal to 1.0 in this case, insofar as the SCE ratio is over 1.0.



� 	For example, for some measures, the workbook uses overall utility-specific assumptions about measure types to assign NEBs. Documentation of this is provided in the TecMarket Works report, Op. Cit.



� 	This guideline, along with other necessary rules of thumb, were developed by the LIEE Standardization Team for the program year 2003 measure assessment.  These guidelines and rules of thumb were discussed in the final report (Op. Cit) and in Commission Decision 03-11-020, which can be downloaded from http://www.cpuc.ca.gov/static/official+docs/index.htm.



� 	Op. Cit.  This report can be downloaded from http://www.ligb.org/DOCS/Low%20Income%20Cost%20Effectiveness%20Final%20Report%20June%202,%202003.doc.
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