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Energy Division Methodology for Determination

of Baseline for Gross Savings Estimate
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Review of Baseline for Gross Savings Estimates

The estimation of ex ante saving values requires the selection of a baseline performance for every project. The baseline selection and specific baseline parameters are of primary importance to establishing the ex ante savings estimates.  The baseline parameters are selected by establishing the project category from the possible alternatives including New Construction or Major Renovations including New Load or Capacity Expansion, program induced Early Retirement, Standard Retrofit or Normal/Natural Replacement/Turnover, and Replace On Burnout. These alternative categories result in the utilization of alternative baseline parameters set by Code or Standard requirements, industry standard practice, CPUC policy, or other considerations. In the review of IOU projects Energy Division will follow the guidelines as presented here in establishing the baseline for all gross savings estimates.

 Notes to above flowchart

Pre-existing equipment
 baselines are only used in cases where the preponderance of evidence indicates the program has induced the replacement rather than merely caused an increase in efficiency in a replacement that would have occurred in the absence of the program. This preponderance is based on the more convincing evidence and its probable truth or accuracy, and not on the amount of evidence. Commission Staff should use its ex ante review process to establish guidelines on how to evaluate and weigh different types of evidence for the determination of the appropriate baseline alternative.

Pre-existing equipment baselines are only used for the portion of the remaining useful life (RUL) of the pre-existing equipment that was eliminated due to the program.  These early or accelerated retirement cases may require the use of a “dual baseline” analysis that utilizes the pre-existing equipment baseline during an initial RUL period and a code requirement/industry standard practice baseline for the balance of the EUL of the new equipment.

· A pre-existing equipment baseline is used as the gross baseline only when there is preponderance of evidence that the pre-existing equipment has a remaining useful life and that the program activity induced or accelerated the equipment replacement. This baseline can only apply for the RUL of the pre-existing equipment.

· A code requirements or industry standard practice baseline is used for replace-on-burnout, natural turnover and new construction (including major rehabilitation projects) situations. This baseline applies for the entire EUL as well as the RUL+1 through EUL period of program induced early retirement of pre-existing equipment cases (the second period of the dual baseline case.)

CPUC policy rules and IOU program eligibility rules govern the baseline

A careful review of utility and third-party program and CPUC policy rules must be undertaken and adjustments applied to gross savings in some cases.  Adjustments are indicated for gross when there was clear evidence from program or policy rules that savings claims could not be made nor rebates paid for the baseline in question.  Program rules come into play with respect to gross baseline requirements, for example, when those rules specify:

· a minimum required efficiency level;

· a minimum percentage improvement above applicable minimum code requirement;

· a minimum RUL of the existing equipment;

· the type or range of retrofits that are allowed be included in a program.

CPUC policy may apply to establishing gross baseline when Policy Manual Rules, a CPUC Decision or a decision maker Ruling includes special requirements or consideration for the situation or technologies of a measure. For example, projects or sites that involve fuel switching, co-generation or renewable technologies are usually subject to special baseline considerations (or other considerations) that must be considered in the savings estimates.

Minimum production level or service requirements govern the baseline

In some situations, a measure for which savings might be claimed could be determined to be the only acceptable equipment for an application.  In such cases, the baseline must be set at the minimum needed to meet the requirements, which may be the same as the equipment planned for installation. An example would be an industrial process where only a variable-speed drive pumping system could meet the production requirements.  For situations where the baseline conditions or requirements were changed (such as production level changes), the baseline equipment is defined as the minimum equipment needed to meet the revised conditions.  If the pre-existing equipment is not capable of reliably meeting the new requirement (such as production change) for its remaining life, then a new equipment baseline must be established utilizing either minimum code requirement or industry standard practice equipment, whichever is applicable.

Industry standard practice baselines are established to reflect typical actions absent the program

Industry standard practice baselines establish typically adopted industry-specific efficiency levels that would be expected to be utilized absent the program. Standard practice determination must be supported by recent studies or market research that reflects current market activity. Typically market studies should be less than five years old; however this guideline is dependent on the rate of change in the market of interest relative to the equipment in question. For example, the lighting markets may change significantly in the next two years while larger process equipment markets might change more slowly. Regulatory changes might cause very rapid market practice shifts and must also be considered. For example, forthcoming changes in Federal Standards relating to linear fluorescent lighting system and components will likely result in rapid market shifts of equipment use.

� D.12-05-015 at 347 states “We direct Staff to update and distribute to the service list of this proceeding Appendix 1 of Attachment B to D.11-07-030, to incorporate clarifications provided here regarding baseline for gross savings estimates, and to indicate that a preponderance of evidence on the motivation for equipment replacement shall be utilized to determine which of the two baseline alternatives is applied for all gross savings estimates.” Changed or added text from original is highlighted in red. Above diagram has been updated and replaces the original.


� Here the term equipment is intended to cover all technology cases including envelope components, HVAC components and process equipment and may also include configuration and controls options.


� D.12-05-015 at 347
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