DRA Comments on the DRAFT Energy Efficiency 2006-07 Verification Report

December 15, 2008

DRA appreciates the care and effort Energy Division and its EM&V contractors have put into the Energy Efficiency 2006-07 Verification Report, November 18 Review Draft (DVR).  In the previous Energy Efficiency incentive program, claims for payment were made via the Annual Earnings Assessment Proceeding (AEAP), in which DRA was given the role and budget to review utility claims.  The current administration structure allocates this responsibility to Energy Division (ED) and its EM&V contractors.  Given the current structure, and that both ED and the EM&V contractors have no financial stake in the outcome of the verification process, DRA has not attempted to duplicate the efforts of this team.
  DRA has not performed an in-depth review of the quantitative findings of the DVR or the verification methodologies. The comments which follow strive to highlight areas of the DVR which would benefit from additional work to improve the usefulness of the final report.  

DRA has reiterated numerous times since the Utilities’ August 15, 2008 PFM that the verification process must be allowed to fully play out before interim claims are resolved before the Commission.  The Utilities have been using the ex parte process to attack the DVR outside of the established incentive claim process, and some of these claims are not consistent with reason or the DVR.  For example, SCE and PG&E recently submitted savings estimates which included 2004-05 according to the methodology of Sempra/SDG&E.  A comparison of these submissions with Table 8 of the DVR clearly shows that the “Sempra methodology” now used by all the utilities is based on ex ante assumptions, rather than ex-post data which show that much less energy was saved.  This is only one example of why the independent verification process must be allowed to proceed as planned through completion of the final verification report.
While the DVR must be an un-biased report of utility performance, it is also at the center of the heated debate over the 2008 earnings claim.  As such, one of DRA’s primary comments is that the body of the DVR should address high level questions about how utility reported energy savings have been reduced so dramatically, and move detailed descriptions of methodology to Appendices.   Another overriding comment is that the DVR should clearly explain how its methods and findings are consistent with the final ex post evaluation, which is the ultimate measure of utility performance.  Finally, the DVR should include a discussion of quality control steps which were taken in preparing the current draft, and those which will be implemented in the future to ensure the Verification and Impact reports are universally recognized as the definitive measurement of utility performance.

Detailed Comments and Questions by Section

Section 1

The Executive Summary should provide a high level summary of the entire report, and should highlight keys issues which impact verified savings performance.  DRA recommends adding the following items to the Executive Summary:
1. Purpose and use of the report with respect to interim and final incentive claims,

2. Overarching policies guiding preparing the report,

3. Overview of how the report was prepared using independent consultants,

4. Overview of adjustments to Utility data,

5. Limitations, ranges of variance, and key assumptions used in liu of completed studies.

Section 2

The statement that RRIM allows rewards which are “comparable to what the companies would otherwise earn through supply-side investments” mis-states the record.  RRIM earnings “will approach supply-side earnings at a level of superior performance”, per D.07-09-043, Finding of Fact 95, page 201. 

Section 3

This section should describe EM&V process for 2006-08, the ultimate product of 2006-08 EM&V efforts, the role of interim claims, and how this report is funded.  DRA suggest the following:

1. Describe the EM&V team management and quality assurance process,

2. Describe budget and expenditures in support of this draft,

3. Describe how the nature of this report was impacted by D.08-01-042,

4. Describe how this report relates to the final impact studies,

Section 4

· Include discussion of D.08-01-042 OP2b, pg 25, and how the bar is lowered to 65% of goals in the final claim, if interim claims are awarded based on updated ex ante assumptions, and that interim payments are not refundable if ex post savings exceed 65% of goals.
· Describe whether the E3 calculators used are compliant with all CPUC direction regarding cost-effectiveness calculations, including D.07-09-043’s treatment of freeriders.

Section 5

· What is the “sample frame” mentioned in section 5.1.1, page 20?  How, if at all, does this impact the need to use tracking database data in the DVR, rather than E3 data?

· A citation to the record should be provided for footnote 25’s discussion of the discount rate.

· Load shapes and their impact on MW savings should be discussed, since MW savings are driving the incentives claim for PG&E and SCE.

· A qualitative summary of types of changes in the 2008 DEER updates should be provided.  Differences between this and the update used in the DVR should be provided.

· Installation rate adjustments should be described in more detail.  What is the extent of surveys vs. field measurement?  How will this change in the final impact evaluation?  What are the types of adjustments (e.g – residential vs. non-residential) and the extent of each type.  Why do the residential vs. non-residential rates and storage rates for CFLs matter?

· What did the cost audit entail?  How extensive was it?  Is it correct to say that the CPUC has verified that the Utilities’ reported costs are accurate, except for the issues identified as “not significant” on page 31?

Section 6

· The cumulative GWH in Table of 82% does not agree with the 77% value in Table 16B.  What are these figures percentages of?

· It would be helpful if Table 16A showed the impacts of each measure as a percentage of the DVR total savings.  A separate table could show reported measure impacts as a percentage of total utility reported impacts.

· Why did ED develop the VRT?  Will it be used in the final earnings claim?

· DRA suggests that the descriptions of VRT fields and methodologies be moved to an Appendix, and that this section focus on findings, like describing by type (EUL, UES, NTG, etc.) the impacts of the “update” on claimed savings.

· Table 20 shows how the UES update for each program changes kWh, kW, and Therm savings claims.  A similar table should be created for NTG, EUL, installation rate, and every other savings assumption change which had a significant impact on utility savings performance.

· DRA’s first read of Table 23 suggested that the utility claims in the PFM, without any updates, were being confirmed by the ED team.  However, the energy savings and PEB based on Table 21 are not the same as those in the PFM.  Differences in savings level have potential explanations, but DRA is not aware why PG&E’s claimed PEB in the PFM ($988 million) is nearly 10% higher than that based on Table 21 ($901 million).  Additional definition of “Option 0” and the data in Table 21 may help identify the source of this discrepancy.

· HVAC interactive effect impacts should be presented if they are being considered for inclusion in the final impact evaluations.  Regardless of the magnitude or direction of these interactive effects, DRA strongly believes that a consistent approach should be applied across all utilities, and that it must fairly address impacts to SoCalGas for SCE measures which increase heating loads.

� One could argue that EM&V consultants actually have a financial stake in the accuracy and integrity of the DVR. Their companies’ work is not limited to California, and their client base includes both public agencies and utilities.  Inaccuracy or bias towards either ratepayers or utilities erodes the consultant’s credibility and integrity, and reduces their customer base and income potential.  
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